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PRESIDENT’S 

LETTER 


May 1, 1965 

WAYNE E. BROWN PRESIDENT 
BIG BEAR STORES COMPANY 

TO OUR STOCKHOLDERS: 

We are pleased to report on results for the fifty-two weeks ended February 27, 1965, which 
show the highest volume of sales and profits in our history. Our increase in sales and total dollar 
earnings are particularly gratifying in the face of competition which included extra sales promotions 
and lowering of prices by major chains in our area along with the opening of a number of new 
discount stores handling food. Our non-food operations, bakery division, premium stamp company 
and other subsidiaries made a sound and noteworthy contribution to the profits of our parent 
company during the past year. 

Retail sales totaled $112,873,439, an increase of $4,725,666; or approximately 4% over the 
previous year. Net profit from operations for the current year reached $2,331,882 compared with 
$2,278,977 in the year ended February 29, 1964, and amounted to 2.07% of sales. Our fiscal 1965 
earnings, after the preferred dividend requirements, were equivalent to $1.79 per share based on 
1,294,113 shares outstanding at the end of the year. This compares with $1.75 per share in fiscal 
1964 after adjusting for the 2% stock dividend distributed in January, 1965. The number of common 
shares outstanding increased from 1,272,859 on February 29, 1964 to 1,294,113 on February 27, 1965, 
as a result of the stock dividend during the year. 
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DISTRIBUTION TO SHAREHOLDERS 

During the fiscal year, our Board of Directors paid cash dividends of 20# per share on April 1, 
July 1, and October 1, 1964. On January 4, 1965, a cash dividend of 100 per share was paid plus an 
extra 2% stock dividend. It is the present intention of the Board of Directors to continue our policy 
of paying a total annual dividend of 700 per share in cash, plus extra dividends in stock. 

BIG BEAR BAKERY 

The bakery facilities purchased in October, 1963 referred to in the last annual report, have 
been completely remodeled. New equipment was added in all departments including among other 
items, the addition of the most modern bread wrapping machinery. Poly-twist plastic ties on our 
bread wrappers are an innovation for the housewife and keep bread fresh even after repeated 
openings. New bun slicing equipment has increased our bun production to 1800 packages per hour. 

In addition to our regular bakery products, we have recently developed a line of our own 
frozen cakes. This new enterprise should add substantially to our bakery volume during the new year. 

WAREHOUSE EXPANSION 

Big Bear’s new perishable foods warehouse addition is now in operation which completes a 
major step in our expansion planning. It adds 900,000 cubic feet of storage space to our former 
1,800,000 cubic feet, in which our meat cooler space is more than doubled, and allows provision for 
aging of beef. Some idea of the new capacity may be gained from the fact that the new cooler will 
hold 24 carloads of beef. Refrigerated loading and unloading docks have been installed, which, along 
with our refrigerated transportation facilities, will keep our meats under refrigeration until selected 
from the meat case by the consumer. Our new especially designed storage area for ice-packed 
chickens will hold 65,000 chickens. The “box meat” cooler is designed to handle palletized merchan¬ 
dise up to 30 carloads at one time. A power conveyor mechanically moves sides and quarters of beef, 
allows us to cut warehouse meat handling man hours 75%, and provides the capacity to process over 
1,500,000 pounds of meat through our warehouse each week. 

PERISHABLE MERCHANDISE 

A new dairy cooler containing 100,000 cubic feet, more than doubles previous capacity. A 
special storage room for eggs holds the precise temperature needed to keep eggs fresh. Big Bear 
banana ripening rooms have been remodeled to accommodate boxed bananas which are now received 
as “hands” in original boxes, whereas former industry practice required shipment and handling on 
stems, from the plantations. Another important warehouse addition is the doubling of our frozen 
food storage space so that 75 carloads of frozen foods can now be stored. These expanded perishable 
merchandise warehouse facilities will help Big Bear meet the increased demand created by our 
aggressive building program for many years in the future. 

ADVERTISING AND PROMOTIONS 

A vigorous advertising and promotion campaign was carried on during the year. Families were 
offered free rides at Buckeye Lake Amusement Park and Big Bear and Kenley Players joined hands 
to bring Columbus top notch theatre and television stars. Sports personalities visited our stores and 
provided our customers and their children with interesting attractions. Photographs of some of these 
features are contained elsewhere in this report. 
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BUCKEYE STAMPS 

Buckeye Premium Stamps, Inc. expanded the quantity and variety of merchandise offered 
for redemption in the annual Gracious Living Catalog of Quality Premiums. Business improved with 
Associate Accounts throughout the year and acceptance of Buckeye Stamps in the communities we 
serve has been gratifying. 

STORES IN OPERATION 

On March 4, 1964, a new store was opened at Berwick Shopping Plaza in Columbus, Ohio to 
bring to 19, the number of Big Bear Stores in Franklin County. The opening of a second store in 
Mansfield, Ohio on August 12, 1964, brought to 41, the number of Big Bear Stores in operation 
during the current fiscal year. 

REMODELING 

Our remodeling and enlargement program has been pursued on an intensive scale during the 
year. This included a complete remodeling of two stores and partial remodeling of an additional 
ten Big Bear units. 

Hart Stores, Inc. completely remodeled the store at Evansville, Indiana, and added a second 
drug store at Lexington, Kentucky, as well. 

FUTURE EXPANSION 

We are continuing our policy of expansion in carefully selected locations in our trading area, 
both in Big Bear and Hart Stores, Inc. 

Our second Harts Family Center, which will be located on Route 250, south of New Phila¬ 
delphia, Ohio, is ready for opening. This store will cover almost two acres and will offer a full super¬ 
market food line in addition to a complete general merchandise line, with the exception of major 
appliances. A third Harts Family Center is already under construction in Portsmouth, Ohio, and 
will open in early fall. This store is to contain 90,000 square feet and provide parking area for 900 
cars. As in the other Family Centers, it will be a complete shopping center featuring a supermarket, 
drug store and pharmacy, wearing apparel for the entire family, hardware and appliances, auto parts 
and accessories, jewelry, gift shop, sports department and photography shop. 

Big Bear will open a second store in Chillicothe on May 6, one day after the Harts Family 
Center opening. In the early part of July of this year the Golden Bear Shopping Center will open 
in Columbus at Route 33 and Fishinger Road, and another Columbus location at Karl Road and 
Route 161 is scheduled for completion this fall. A store at Brice Road and Livingston Avenue in 
Columbus, will be under construction later this year. 

I wish to express my appreciation of the loyalty and cooperation of our employees, stock¬ 
holders, and customers. In the light of our past performance and plans for development, I have every 
confidence in the future of our operations. 
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REVIEW OF OPERATIONS 


OPERATIONS INCLUDED IN THE REPORT 

The Company at year-end, had forty-one retail grocery super markets in operation, of which 
two were opened during the year. 

The Company also operates four wholly-owned subsidiaries. Hart Stores, Inc., is engaged in 
the retail sale of drugs, drug products and certain non-food items, operates five junior department 
stores and one Harts Family Center. Big Bear Bakeries, Inc., operates the bakery at Columbus, Ohio 
and furnishes bread and other bakery products to Big Bear stores. Zane Trail Realty, Inc., as its 
name suggests, is a real estate company. Buckeye Premium Stamps, Inc., is a premium stamp com¬ 
pany which operates premium stores and sells Buckeye stamps redeemable at nineteen redemption 
centers. 

The statements included herein have been streamlined by eliminating the cents in the dollar 
amounts, innovating a comparative balance sheet showing the assets, liabilities and stockholders’ 
equity at both the beginning and end of the year, and simplifying the terminology and presentation 
therein. 

STATISTICAL SUMMARY OF PAST TWO YEARS 

The more important financial statistics for the last two completed fiscal years are summarized 
and compared on page 8. 

SALES AND EARNINGS 

Consolidated Sales for the year ended February 27, 1965 set a new high for the Company and 
amounted to $112,873,439 as compared with $108,147,773 for the previous year, an increase of 
$4,725,666, or approximately 4%. 

The steady growth in sales during the last eleven years is presented in the chart on page 9. 

In the Statement of Income and Retained Earnings your attention is directed to four 
amounts: Profit Before Federal Taxes Based on Income; Net Profit from Operations for the Current 
Year; Special Adjustment; and, Net Profit to Retained Earnings. 
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(continued on page 10) 















BIG BEAR PROMOTIONS 
AND PUBLIC RELATIONS DURING 1964 



Store Managers and headquarters personnel attended a meeting 
early in November to hear details about Big Bear’s “Holiday Selling 
Spree”. The plan encouraged extra sales during the holiday season. 
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Columbus was host for the 46th 
Annual PGA Golf Champion¬ 
ship. Big Bear placed cut-outs 
above the seven “leader” 
boards in constant view of the 
crowd. 



Tom Richardson, President of the International 
League, chats with Steve Kellough and Wayne E. 
Brown at Jet Stadium. Big Bear bought out two 
Jet openers and distributed tickets to customers. 



The nineteenth Big Bear Store in Franklin County 
was opened at Berwick Plaza. Left to right: Jerry 
Blackburn, Store Manager, William S. Ireland, 
Wayne E. Brown, Frank Benson, Jr., VP with the 
Center’s developer and Harley Schofield, VP of 
Berwick Plaza Shopping Center. 
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Mickey Mantle of the New York Yankees is 
shown with Wayne E. Brown and Michael 
J. Knilans. Mr. Mantle made personal ap¬ 
pearances at Big Bear Stores, autographed 
free pictures and awarded baseball gloves 
to his fans. 




Hugh Downs, star of television’s “Today” show, 
and Wayne E. Brown are greeted at the Mansfield 
airport by Michael Knilans. Mr. Downs officiated 
at opening ceremonies of Big Bear’s newest 
Mansfield store. 



Big Bear’s exciting “Checkbook Sweepstakes” 
coupon mailer offered over $46,000.00 in prizes. 
Michael Knilans presents a Ford Mustang to one 
of the many lucky winners. 



Big Bear again offered discount tickets to Kenley Players Produc¬ 
tions. Whenever possible, Big Bear’s name was worked into the plays. 
Here, Bert Parks appears on stage in the show, “Damn Yankees”. 



Harts Family Center in Bridge¬ 
port, celebrated their first 
anniversary by serving over 
9,000 customers portions of a 
1000 lb. cake. Store Manager, 
Dan Dublin and assistant Bob 
Laughlin do the honors. 
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BIG BEAR STORES COMPANY 

AND WHOLLY OWNED SUBSIDIARIES 
COLUMBUS, OHIO 


STATISTICAL SUMMARY OF PAST TWO YEARS 


For the 52 Weeks Ended 



February 27, 

February 29, 


1965 

1964 

1 

Sales and other income. 

$112,873,439 

$108,147,773 

Profit before federal taxes based on income. 

4,381,455 

4,506,188 

Federal taxes based on income (Note 1). 

2,049,573 

2,227,21 1 

Net income. 

2,331,882 

2,278,977 

Percentage of net income after tax, to sales. 

2.07% 

2.11% 

Preferred dividend provision. 

$ 12,550 

$ 13,662 

Common stock: 



Earnings applicable. 

$ 2,319,332 

$ 2,265,315 

Shares outstanding: 



Class B Voting. 

183,108 

179,522 

Class A non-voting 



In escrow. 

90,853 

92,228 

Other outstanding . 

1,020,152 

1,001,109 

Total common shares outstanding. 

1,294,113 

1,272,859 

Earnings per share: (Note 2) 



Class B voting. 

$ 1.79 

$ 1.78 

Class A non-voting: 



In escrow (Note 3). 

1.79 

1.78 

Other outstanding . 

1.79 

1.78 

Common dividends paid (Note 4). 

894,715 

786,895 

Per share (Note 5). 

.70 

.62 

Stock dividends issued. 

2% 

2 y 2 % 

Stores in operation at year-end. 

41 

39 


Note 1. The 1965 amounts do not include income restored to retained earnings nor the additional tentative estimated federal 
income tax applicable thereto for prior years, included in the special adjustment in “Statement of Income and Re¬ 
tained Earnings” shown elsewhere in this report. 

Note 2. The earnings per share for the year ended February 29, 1964, if adjusted for the 2% stock dividend issued Jan¬ 
uary 2, 1 965, would be $1.75 per share. 

Note 3. Dividends on Class A common stock remaining in escrow are restricted to a maximum of 16% < per share per annum. 

Note 4. Includes cash dividends paid for fractional shares on stock dividends but excludes any value applicable to stock 
issued as a stock dividend. 

Note 5. This excludes cash paid for fractional shares, is applicable only to non-escrow common stock and represents only 
the quarterly cash dividends paid in each year. 
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CONSOLIDATED GROSS SALES 
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(continued from page 5) 

The profit before federal taxes based on income was $4,381,455 for the current year and 
$4,506,188 for the preceding year, a decrease of $124,733. 

Net profit from operations for the current year, after federal income tax of $2,049,573, was 
$2,331,882 or 2.07% of sales, and represented $1.79 per share on 1,294,113 shares of common stock 
outstanding at the year-end. Comparable earnings for the preceding year of $2,278,977 were 2.11% 
of sales and represented $1.78 per share on 1,272,859 shares of common stock outstanding at the end 
of said year. Thus this year's net profit from operations exceeded that of last year by $52,905, and 
represents another record total. 

If the earnings per share for the year ended February 29, 1964 were adjusted for the 2% 
common stock dividend paid January 2, 1965, they would have been $1.75 per common share. 

The reduction in federal income tax effective rate in this year accounts for the fact that net 
profit before federal taxes based on income was $124,733 less than last year, but net profit from 
operations (which of course is after deducting federal income tax for the current year) was $52,905 
more. The corporate federal income tax rate was reduced from 52% to 50% on the taxable net 
income in excess of $25,000 effective January 1, 1964; and from 50% to 48% effective January 1, 
1965. 

During the year, the U. S. Internal Revenue Service has proposed adjustments among others, 
to increase taxable net income of Big Bear and its subsidiaries in the three fiscal years ending 
February 29, 1964, by $206,356, to which amount the tax applicable thereto would be $99,337. 
While the examination has not been completed, and the Company may or may not agree to the 
Agent's findings without litigation, it was deemed advisable to reflect the partial adjustment and 
tax applicable thereto in the current report. The proposed tax assessment is based principally on 
capitalizing certain items previously charged to expense, extending the useful lives of certain equip¬ 
ment, and prolonging the amortization period of leasehold improvements where options to extend the 
lease period have been exercised by the Company. Thus the terms “tentative" and “estimated" have 
been used to describe the income tax liability applicable to prior years on the balance sheet, and the 
increase in income less the tax applicable thereto has been shown in the Statement of Income and 
Retained Earnings as a “Special Adjustment", adding $107,019 to retained earnings. For further 
explanation, see Note A in the Notes to Financial Statements. 

The Chart on Page 12 shows the distribution of profit before federal income tax, to federal 
income tax, dividends paid, and retained earnings, for the last 10 years. 

DIVIDENDS 

Cash dividends on Big Bear's Class A and Class B common stock not in escrow were 700 per 
share, paid at the rate of 20c per share on April 1, July 1, and October 1, with an additional 10c 
being paid on January 4, 1965. Also 16%C per share was paid on the Class A Common stock in 
escrow. The total thus paid on the common stock was $907,265. On January 4, 1965, a dividend of 
2% payable in common stock was paid on the common stock not in escrow. 

Cash dividend payments in the last five years were as follows: 


Fiscal Year 

Total Cash 

Ending In 

Dividends Paid 

1961 

$ 520,673 

1962 

551,885 

1963 

632,229 

1964 

800,558 

1965 

907,265 

Five Year Total 

$3,412,610 


In addition, dividends paid in common stock over the corresponding period totaled 14%. 
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BALANCE SHEET COMMENTS AND SOURCE AND 
APPLICATION OF FUNDS 


The following comparative schedule of net working capital indicates an increase 
in this item of $1,434,055 over last year-end: 



Year Ending 

Year Ending 

Increase or 


February 27, 1965 

February 29, 1 964 

Decrease ( ) 

Cash . 

$ 5,481,368 

$ 3,872,656 

$1,608,712 

U.S. Treasury bills. 


402,159 

(402,159) 

Receivables . 

352,915 

337,192 

15,723 

Inventories . 

9,707,232 

9,697,521 

9,711 

Temporary investments. 

1,071,977 

1,133,207 

(61,230) 

Prepaid expenses. 


429,820 

94,156 

Other current assets. 

. 71,049 

65,980 

5,069 

Total current assets. 

. $17,208,517 

$15,938,535 

$1,269,982 

Less current liabilities. 

. 7,498,699 

7,662,772 

(164,073) 

Net working capital. 

. $ 9,709,818 

$ 8,275,763 

$1,434,055 


A comparative statement of source and application of funds is as follows: 


FUNDS PROVIDED 

Net profit (Note 1) . 

Non-cash expenses — depreciation . 

Increase in deferred income . 

Loss on disposition of assets . 

Proceeds from sale of stock . 

Increase in sundry assets . 

Total funds provided . 

FUNDS APPLIED 

Cash dividends . 

Additions to property, plant (net) . . . 
Reduction of long-term debt and 

retirement of stock . 

Deferred federal income taxes . 

Increase in working capital . 

Depreciation applicable to real estate 
held for re-sale . 

Total funds applied . 


Year Ended 


February 27, 
1965 

$2,438,901 

1,392,094 

3,264 

48,074 

5,795 

5,292 

$3,893,420 

$ 907,265 
1,364,192 

100,000 
26,678 
1,434,055 

61,230 

$3,893,420 


February 29, 
1964 


$2,278,977 

1,420,430 

31,234 

(12,689) 

(8,066) 

$3,709,886 


$ 800,558 
2,048,150 

120,527 

10,134 

681,361 

49,156 

$3,709,886 


Note 1: The net profit shown herein includes the “Special Adjustment” in the Statement of Income and Retained 
Earnings, applicable to the reinstatement of net income of prior years described elsewhere in this report. 
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CONSOLIDATED PROFIT BEFORE FEDERAL 
INCOME TAX AND DISTRIBUTION THEREOF 


4,800,000 


4,200,000 


3,600,000 


3,000,000 


2,400,000 


1,800,000 


1,200,000 


600,000 


FISCAL YEAR 1956 
ENDING IN 


957 1958 1959 1960 1961 1962 1963 1964 1965 


I "7□ 

□==] 


Profit before Federal Income Tax 
Federal Income Tax 
Retained Earnings after Tax 
Cash dividends paid (Note A) 


NOTE A 

In addition to the cash 
dividend, beginning in 
1958, there was paid a 
5% common stock divi¬ 
dend in 1958 and 1959, 


a 3y 2 % common stock 
dividend in 1960, 1961 
and 1962; 2V 2 % com¬ 
mon stock dividend in 
1963 and 1964; and 2% 
in 1965. 


NOTE B 

The 1965 amounts do not 
include income restored to 
surplus nor federal taxes 
on income for prior years, 
included in the special ad¬ 
justment shown in the 
“Statement of Income and 
Earned Surplus,” else¬ 
where in this report. 
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BIG BEAR STORES COMPANY 

AND WHOLLY OWNED SUBSIDIARIES 
COLUMBUS, OHIO 


STATEMENT OF INCOME AND RETAINED 
EARNINGS FOR THE 52 WEEKS ENDED 
FEBRUARY 27, 1965 AND FEBRUARY 29, 1964 


FEBRUARY 27, 


Gross sales and other income. 

Cost of sales and expenses excluding depreciation. 

Profit before depreciation and federal taxes based on income 

Depreciation . 

Profit before federal taxes based on income. 

Federal taxes based on income for the current year. 

Net profit from operations for the current year. 

Special adjustment: 

Excess of reinstated income over tentative estimated 
federal income tax applicable thereto, resulting from 
examination by the Internal Revenue Service of prior 

years income tax returns (Note A). 

Net profit to retained earnings. 

Retained earnings at beginning of year. 


Dividends: 

Paid in cash. 

2 % Stock dividend (2 Vi % in 1 964) (at market value on 
dividend date). 

Total dividends. 

Retained earnings at end of year. 

The accompanying notes are an integral part of this statement 


1965 


$112,873,439 

107,099,890 

5,773,549 

1,392,094 

4,381,455 

2,049,573 

2,331,882 


107,019 

2,438,901 

9,274,242 

11,713,143 


907,265 

467,588 


1,374,853 
$ 10,338,290 


FEBRUARY 29, 
1964 


$108,147,773 

102,221,154 

5,926,619 

1,420,431 

4,506,188 

2,227,211 

2,278,977 


2,278,977 

8,345,938 

10,624,915 

800,557 

550,116 

1,350,673 
$ 9,274,242 
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BIG BEAR STORES COMPANY 

COLUMBUS, 

CONSOLIDATED BALANCE SHEET 

(with comparative figures 


ASSETS 


Current assets: 

Cash . 

U.S. Treasury bills.* . 

Receivables . 

Inventories, at lower of cost or market. 

Temporary investment in retail store properties 

Prepaid and deferred expenses. 

Olher current assets. 

Total current assets. 


Investments and sundry assets, at cost 


Property, plant and equipment: 

Buildings . 

Store and warehouse fixtures and equipment. 

Leasehold improvements. 

Other depreciable assets. 

Less reserves for depreciation and amortization. 

Land and construction in progress. 

Net property, plant and equipment 


The accompanying notes are an integral part of this statement. 


FEBRUARY 27, 
1965 

FEBRUARY 29, 
1964 

$ 5,481,368 

$ 3,872,656 

402,159 

352,915 

337,192 

9,707,232 

9,697,521 

1,071,977 

1,133,207 

523,976 

429,820 

71,049 

65,980 

17,208,517 

15,938,535 

215,795 

219,497 

584,292 

535,308 

8,498,232 

8,368,673 

5,155,213 

4,619,583 

1,717,457 

1,477,648 

15,955,194 

15,001,212 

9,198,424 

8,353,000 

6,756,770 

6,648,212 

630,503 

702,041 

7,387,273 

7,350,253 

$24,811,585 

$23,508,285 
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AND WHOLLY OWNED SUBSIDIARIES 

OHIO 

FEBRUARY 27, 1965 

for February 29, 1964) 


LIABILITIES AND STOCKHOLDERS’ EQUITY 

FEBRUARY 27, 
1965 


Current liabilities: 

Notes payable — due within one year. $ 400,000 

Accounts payable and accrued expenses. 4,634,728 

Federal income taxes — current year. 843,464 

Tentative estimated federal income tax 

liability — prior years (Note A). 106,026 

Estimated cost of redeeming Buckeye Premium 

stamps issued and outstanding. 1,414,481 

Long term indebtedness, due within one year (Note B). 100,000 


Total current liabilities. 7,498,699 

4 Vi % sinking fund debentures due July 1 5, 1 974, 
less amount payable to sinking fund 

within one year (Note B). 1,398,500 

Deferred federal income taxes. 57,932 

Deferred income on unredeemed Buckeye Premium stamps. 242,236 


Total liabilities and deferred income (Note C). 9,197,367 


Stockholders equity (Note D): 

Prior preferred stock, 5% cumulative, 

$100.00 par: 

Authorized 3,500 shares: 

Insured and outstanding 2,510 shares. 251,000 

Common stock — stated value 

Class A, non-voting, $.33 Vi par value 
Authorized, 1,300,000 shares: 

Issued and outstanding at 
February 27, 1965, 

1,1 1 1,005 shares of which 
90,853 are held in escrow 

(Note E). 4,096,311 

Class B, voting, $.33 Vi par value 
Authorized 275,000 shares 

Issued and outstanding at 


February 27, 1965 

183,108 shares. 856,747 

Paid in surplus. 71,870 

Retained earnings (Note F). 10,338,290 


Total stockholders equity. 15,614,218 


$24,811,585 


FEBRUARY 29, 
1964 


$ 500,000 

4,348,167 
1,300,665 


1,413,940 

100,000 

7,662,772 


1,498,500 

31,254 

238,972 

9,431,498 


251,000 


3,701,820 


777,855 

71,870 

9,274,242 

14,076,787 

$23,508,285 
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(continued from page 11) 


INVESTMENT IN PROPERTY , PLANT AND EQUIPMENT 


We have continued our policy of financing our expansion from internally generated funds. This has 
amounted to over 8 million dollars in the past five years. The depreciation and amortization which 
has been written off as expense during the same period has been over 6% million dollars. As in 
the past, we have charged depreciation under accelerated methods allowed under the U.S. Internal 
Revenue Code since 1954. 


The exact amounts were: 


Year Ending 
in 


Capital 

Expenditures 


1961 

1962 

1963 

1964 

1965 

5 Year Totals 


$2,030,637 
1,550,474 
1,4 76,674 
2,048,150 

1,364,192 

$8,470,127 


* Excluding depreciation on real estate held for sale. 


Depreciation 

and 

Amortization 

$1,162,267 

1,310,832 

1,408,513* 

1,420,434* 

1,393,684* 

$6,695,730 


The chart at right shows a comparison 
between the net additions to property assets for 
the last 16 years, and depreciation and amorti¬ 
zation charges during the corresponding period. 
The heavy black line shows the capital expendi¬ 
tures for property, plant and equipment and the 
dotted line represents the depreciation and amor¬ 
tization during the period. 


THOUSANDS OF DOLLARS 



REPORT OF AUDITORS 

TO THE SHAREHOLDERS OF BIG BEAR STORES COMPANY: 

We have examined the consolidated balance sheet of Big Bear Stores Company and sub¬ 
sidiaries as of February 27, 1965, and the related statements of consolidated income and retained 
earnings for the year (fifty-two weeks) then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests of the accounting records 
and such other auditing procedures as we considered necessary in the circumstances. 

In our opinion the accompanying consolidated balance sheet and statements of consolidated 
income and retained earnings present fairly the financial position of Big Bear Stores Company, and 
subsidiaries as of February 27, 1965, and the results of their operations for the year (fifty-two weeks) 
then ended, and were prepared in conformity with generally accepted accounting principles applied 
on a basis consistent with that of the preceding fiscal year. 


Columbus, Ohio 
May 1, 1965 
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E. C. REDMAN 
Certified Public Accountant 



























































NOTES TO FINANCIAL STATEMENTS 
FEBRUARY 27, 1965 
NOTE A 

During the year, the Company’s federal income tax returns for 
the years ended February 24, 1962, March 2, 1963 and February 
29, 1964 were examined and certain adjustments, involving princi¬ 
pally lower depreciation and amortization rates on fixed assets 
and the capitalization of certain items previously charged to ex¬ 
pense, have tentatively been agreed upon. As a result of these 
adjustments certain values have been restored to the asset ac¬ 
counts, and the net effect after tax deficiency has been reflected 
as a special credit in the consolidated Statement of Income and 
Retained Earnings in the amount of $107,019. Details of the net 


adjustment are as follows: 

Additions to income .$206,356 

Less federal income taxes thereon 
(shown as a current liability on 

“Consolidated Balance Sheet’’) . 106,026 

100,330 

Add other tax adjustments . 6,689 


$107,019 

Certain other issues have not been resolved but their final effect 
upon the financial statement of the Company is not determinable 
at this time. 

NOTE B 

The aggregate principal amount of debentures and additional 
debentures which may be issued by Big Bear Stores Company, 
under the original indenture or indentures supplemental thereto, 
is $4,750,000, subject to certain restrictions included therein. The 
amount authorized and issued July 15, 1954, under the original 
indenture was $2,000,000. During December, 1955, an additional 
$500,000 was issued under a supplemental indenture. 

As and for a sinking fund for the retirement of debentures prior 
to their expressed maturity, the Company is required to deposit 
with the trustee on November 1, of each year, to and including 
November 1, 1973, cash in the amount of $80,000 plus four per¬ 
cent (4%) of the principal amount of all debentures authorized 
and issued under the indenture in excess of $2,000,000, and not 
in excess of $2,500,000 as of the end of each preceding fiscal year. 
During the current year $100,000 was retired through the sinking 
fund and $100,000 will be due to the sinking fund on or before 
November 1, 1965. 

For restriction on dividends imposed by the debenture indenture, 
see Note F. 

NOTE C 

At February 27, 1965, leases were in effect on warehouses, the 
general office, parking lots, and stores (operating stores and stores 
under construction) which provide for an annual net rental (not 
including real estate taxes or other expenses payable under the 
terms of certain of the leases) of approximately $776,229 on leases 
expiring during the ten year period from February 28, 1965 to 
February 27, 1975; for approximately $662,978 on leases expiring 
during the ten year period from February 28, 1975 to February 27, 
1985; and for approximately $135,000 on leases expiring after 
1985. Leases on stores to be constructed are not included in the 
above figures. 

In computing these amounts the rental income on subleases has 
been deducted from gross rentals. Most store leases have renewal 
clauses exercisable at the option of the Company, with little or 
no increase in annual rental. Certain leases provide for additional 
rental payments based on sales volume, which amounts are not 
included in the net rentals shown, because of the indeterminate 
nature of the rentals. 

NOTE D 

In addition to the capital stock shown on the balance sheet, 
36,000 shares of preferred stock have been authorized but none 
issued. When and if issued, the preferred shares ($100 par value, 
entitled to $5 cumulative dividends) will be preferred as to divi¬ 
dends and liquidation over any other class of shares except prior 
preferred shares. No sinking fund for redemption of shares is 
required. Preferred shares may later be issued in exchange for 
common stock under “Agreement for Exchange of Stock’’ as out¬ 
lined in Note E. The price at which the common stock is to be 
exchanged for the preferred stock is $10 per share. 


Under certain circumstances, the Company would be obligated 
to repurchase the preferred stock in later years. 

For further detail, see Note E below and the exchange 
agreement. 

NOTE E 

Certain Class A non-voting stock is in the hands of an escrow 
agent, held under the terms of an escrow agreement dated Janu¬ 
ary 12, 1957. Of the 92,228 shares held in escrow at the beginning 
of the year, 700 shares were on option to designated employees, 
officers and associates of the Company at $10 per share, of which 
175 shares were exercised during the year and 525 shares remained 
to be delivered. 

Of the remaining 91,528 shares in escrow at March 1, 1964, 
restricted stock options were granted to employees and officers 
to purchase shares of Class A common stock at 85% of market 
price on the dates the options were granted. These options are 
exercisable at various dates to October 31, 1966. A summary of 
transactions in shares for the current fiscal period with respect 
to stock options in this group is as follows: 


Options outstanding February 29, 1964 . 5,500 

Options granted during year. -0- 

Options exercised . 1,200 

Options outstanding February 27, 1965 

(at 85% of market value) . 4,300 


There were 85,803 additional shares available for future options 
at the end of the current period. Options on the balance of 225 
shares expired on May 15, 1963. To the extent that options are 
granted and exercised, the escrowed stock will be reduced and the 
total Class A common stock issued and outstanding, free from 
escrow, will be increased. Any escrowed stock retired by the 
Company under the aforesaid agreement would also reduce the 
escrowed stock. 

Under the “Agreement for Exchange of Stock’’ dated January 
12, 1957, preferred stock may be issued in exchange for shares 
of Class A common stock, unless the Company or optionees shall 
have acquired all of the 90,853 shares of Class A common stock 
now held in escrow. 

The Class A common stock remaining in escrow will share 
equally in dividends with all other common shares up to but not 
in excess of 16%£ cash per share per calendar year, until such 
time as said shares are released from escrow. 

NOTE F 

The Corporation’s debenture indenture dated July 15, 1954, 
contains a restriction on certain dividends, which when applied 
to the parent company only, would provide $2,905,541 of earned 
surplus available for dividends. No restriction is placed on divi¬ 
dends paid in common stock of the Company, nor to an annual 
amount of $35,000 which is excluded from the restrictions. 

The applicable provisions are as follows: 

“The Company will not declare or pay any dividends on its 
preferred or common stock or make any other distribution by 
purchase of shares or otherwise in excess of the aggregate sum 
of $35,000 per year, unless said excess be paid out of earned sur¬ 
plus available for dividends accumulated from operations subse¬ 
quent to February 28, 1954, provided that: 

(a) until two thirds (%) in principal amount of the total deben¬ 
tures authorized and issued hereunder (and under any in¬ 
denture or indentures supplemental hereto) shall have been 
retired, only 50% of said earned surplus available for divi¬ 
dends may be used for such purposes, 

(b) the aggregate of Thirty-five Thousand Dollars ($35,000) per 
year in dividends permitted to be paid out of earned surplus 
accumulated at February 28,1954, shall not be charged against 
the distributable earned surplus accumulated subsequent to 
February 28, 1954.’’ 

Certain other restrictions on the payment of dividends are im¬ 
posed in the debenture indenture, computed according to the 
details and definitions set out in the applicable provisions. The 
Company may not pay dividends on common stock in event the 
payment of any dividend on prior preferred, or preferred shares, 
is in arrears, which restriction is not applicable at the balance 
sheet date, since all required prior preferred dividends have been 
paid. 
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BIG BEAR GENERAL OFFICES AND WAREHOUSES 
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